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1. COMMIDITY FRICRE

The moat remarkable features of tho economic situstion in June vas the
y riso ir prices during the month, particulerly in Shang-bhei,wkich is
referred to as the "June epams” of price increuses. . .

Fuel vas the commodity that showed the greatect rise in price, followed
by obexmicals apd building materials, &nd 1or these cammodit.iea the rise was
from 100 perceat to 140 percert sbove tho prizes for the preceding menth.

Feor food, textiles, end metals, the rise vos lose end slover Inring the
aontk, ¥t coxpared vith December 1947, the yrices for food and olotling had
increaess. 1,000 rercent. )

his violent upvard fluctuation in yrices is malily sttributable to the
demand for goode oroeted by the groat ianflux imto Sheng-hat of floating ocapital
Prom areas disturbed by ths war. The degres and duration of the rise set &
new record. Based on the wholesals yrice index for the most importent commodi-
ties cauputed by the Central Bank for Shang-hai Chunaking, ond other centers,
the wholesale prices in Shang-bas for June everagsd 80 peroemt higher than for
iay, vhen the increese was only U43.7 percent.

II. FINANCIAL MRKET

A. Gold and Silver

. Thare was no chengs during the moath in the officiel price of gold or

tie ‘cover rate posted by the Central Bank, but sctive trading in eilvor sycee

led to & rapid rise in silver pricee. In the fifth veek of vume, thie vride of

silver in the open merket in terms of yuen incressed mors then three times that

atthoendotthefourthmkofmll .
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At the end of May, ono ounce (Shih liang) silver aycee'vaa worth 600,000
yuen. At the end of Juna, one ounce {(Shih lleng)silver eycee ves vorth 2,600,000

B. Foreign Exchenge

According to the statement of 3 July 198 of the Export-limport Control
Board the amounts of foreign exchenge obtainsd from exporte, end from purchaces
by eppointed benke, from July 1947 thromgh April 1948, were ae shown in the
following teble. It should be noted that ths Foreign Exchenge Equalization
Boerd vas formed in Septembor 1947.

S AL PN

Averegy for ) Obtainad Tarough Obtained Through Purchases
" e, Exports by i ppointed Banks

Jul-Aug 48 Us $5,800,000 U= $7,800,000
Jop b7-Feb 48 $13,000,000 $16,000,000

Mar-Apr U6 9 2,%,000 ' g;o,@g,ooo
Total Us $28,400,000 Uz $34,100,000
v Sacvxitgca ‘

On 31 May, when orders were iasusd forbidding the use of checks /p‘liac-oil;
this tazm 1s gemeral and not explicit as to what kind of negotiable inetruments
the ordar applisg] , the govermmsnt put treaswry notes on sale. Iuring the first,
week domestic shares cterted weak but recovered befors the end of the wesk. The .
prics of ehort-term Clase A treasury motes iroreased from 72.80 to 75.00,Class .
B notes from 73.50 to 75.75, end the volume of trensactions increased day by day.’
Foroign shares were at firat elugglsk and later becams firm, T

By the second week, thore vas a great influx of funds {rom outlying msion'e,b‘ RSP
moking tho momey mariket loose and domectis sheres reached a series of new highs: - ' .

in the third week, because of the violent fluctuation in price of goods,

the black market in gold notes soared. Domestic uhares again reachsd new highs. . .

By the fourth week, becruse the military sitnation in Honsn becams asrious, s
the fluctuation in commodity prices oontinved. BGhsre prices were stewdy Ior Tuwes~ .
day, Wednoedsy; and Thurglay, dut on Friday and Saturday they soared to great :
beights. Foreign shares elso advanced wildly. Witk the exception of Clsas £ [ i
bonds, consolllated bends 414 not expsrience wids fluoctuations. ERA

At ths beginning of tho fifth weeok, due tu the amthoritiss® attempt to ourd
pricee, 4cmsetic shares marifestsd weaknees, After three holidays, at tho reopen-
ing of tbs moxket, on Saturday the rise in the prices of all dwumestic sharee was ‘
stezmed. £ince the Ministry of Finenoce had tolegraphically ordered ths cessatiomn
of trsasactioms involving forsign shares, all shaves drcpped in price smd the
market for foreign shares 414 not cpon on Saturday. Consolidated bonds wsre com-
paratively -inactive during the week. - :

D.  Interest

At the beginning of tho montk, since the uss of checks bsd been forbidden, |
tho (momey) merxet mt first wea tighv, but later, bacaase a large smount of banks'
orders appsared, aud becense of & great. influx of free momey frmus outlying reglo:ns,
e money merkel at once became loose, eni comtinued 8o to the end of the month.
But the end of June 1a the time for semiaxnusl finsncial settlements, and since
it coincided with the"June spasn” of high prices, a great many psople having ready
cash prafarred to buy and hoerd gools rather then let out thair money at imtsrest.
Thus, on the one hand the nced for money increased, and en the otber hmud chere
wets few londers, so thet the money nerket tisitened egain. '
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The Vlack-market rate of intereat in Shang-haibovered aroumd C.70 ywsan
(per yuan per month) at tho begiming of the month, droppped to arommd 0.27
during the middle of the month, end ai the end of the month roses to ee much
ap-0.42. -The Cencral Benk's rediscount rate &t -tho begiming was. 8.00 yuam-.
(per 1,000 yuan per dlem) and did not change throughout the momth. As for
short-term loans, at the begimning the rate for borrowers was 8.50 yuan,
while the Bankers' Associaticm rate charged the money shops 6.50 yuasn. This
continued until the 29 June when it went up to 9.00 yuan for the forwer and
7.00 yuan for the latter.

The net clearings of the government banks for the month of June were
14.561 trillion yuan where the deposits exceedsf the withdrawels., This vex
821.5 villion yuen greater than for the preceding month. Tha figures for
foreign oommercial benke were 8.7302 trillion yusn end 3.8746 trillion yuam
regpectively.

In the oage of provincial and municipsl banks, &nd commercisl and native
banko, thc net cloeringe were. 26,1912 trillion yuan, where the withdrawals
excorded the deposite; this figure was 4.6959 trillica larger then for the
momth of May. . '

E. Clearances

. The totel number of bille clearcd in Shamg-hai during the month of June

wae 5,226,081, a decreess of 1,468,628 compared with the preceding manth. In

terme of valus, they amounted to 813 »306,632,811,871 yuan which was 115,264,
672,60%,252 yuan grester than for the preceding month. Tiere were 131,325

bills retwmed having & value of 7,673,997,467,495 yuan. The number of bille
returned was greater then for May by 32,837, but the valus of returned bills

vao 321,806,750,475 yuen less then for Msy. The number of bills returnad was

2.62 pexrvent of the total number of dills clearsd; and their valus was ©.90 R
‘percent of the total valus of bills clearsd. In other words, ons out of every e
58 bills wap retwnsd .md one yuan of every 11l yuan cleared was retwined, o' i
much worse record then for May. ' . . L :

I1J. FROVISIONAL PROFERTY TAX BILL

‘Gn 8 Juno, A4S members of tho legiclative Yuem led by Liu Pu-t'uns . -
introduced & d1ll valling for a Frovieional Property Tax. It called upon b
the govermment to collect & tax om pivperty in ordsr to equalize the distri-
buticn of wealth in socisty and gave Lhe dangerous esituation that conlronts
the wtiom. This was the fire’ session of the Yuar. open for regular die- i
caesion of bille since i1to.sstablisbment uader the newly adopted cometitritienm,
and the digoussion vas unprecedentedly snimated. Legielator Liu's remarka
included the following poluts.

Our country has gone through 8 yeare of war extendod by the necessity of
euppresuing disturbences ard xebellionc. The distridution of wealth in scoiety
i manifostly highly imequitable, even to the point of extremes of riches amd
poverty ao great as the difference vetween heeven and earth. The result is that
the posple are divided, government hes lost its effectiveness; rebellicwm 1» vife-
.apraad, and unrest and political ferment are rife. When we seek the scurcee of .
iheae oonditions, we Jind them in & number of peruicious circumstances. The
positively alarming inflation of our ourrercy ie one of thess,but what is u-un
wore alarming is the fect that a few Deople taking advantses of inflation are
using It to ecowmlate unlimited weelth, That our annual naticnal expensitures
are stupendous nesd pot cause distress; wiat Jc distivesing is that thuss wio
have aiready amaused weeith bear no burdsn of resporeibility for the coustry.
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The nost necessary and wrgent matter that confronts uo is that those
moneysd mer be made to part with their ill-gotten monay so as to equalize
the distribution of society's wealth, and equalize the privileges that every g e

- mem may-enjoy. . Thus, a . dloodlsss ecanomic revolution may be mede.-to obwisbe. ... .na R i .

a bloody political revolution. The criels is extramely grave, and does not
permit of the least delsy. Complacency has become a menace. 7o delay ls fatal.
In viev of these conaidsratione we propose the adoptiom forthwith of a bill
providing for the impoeition of & provisional tax om property end calling upon
the govermment to snforce it.

The bill introduced by Mr Liu and others contained eight chupters embracing
30 exticles. Following are a few of the cutstanding points of the bill,

The parscnal property end real estate of al" Chinese persons, whather
wvithin the country or abroad, and of non-Chinese porsons in the country ia to
be taxsble in accordancs with the provisions of the b1ll (Article 2).

The posseasor of property is 2bliged to pay the provisional property tax
(Artiols 5). Taxzable property includes:

1. Individual Property

‘a. Lend and ita conjoined features

b. Buildings and improvements

6. Securities and deposits

'd. Cold, silver, forp}gn currencies, Jeweis and gems, curios, eto.
8. Antomobiles and motorboats

£, Ccamoéities

IR o 2, Corporate Property

. o t The net value of the property of profit-yislding huainasaoa (Art.icle 6)“: G

o L e IrO] tax 16 to be levied at a progressive rate. If ‘the property
e L AN value is above hillion yuen a tax vill be assossed at a rate beginning at
R % porcent of t8§ Welue in excess of 30 biilion yuan up until ths property valus’’
; o oxceods 16C billdon yuan. Beyond this point the property will bo taxed at the
- CENT Rl rate of & maxiwom of 60 percent of the excess. ‘ .

After the introduotios: o the bill, the mombers frca industriel end comer-
o%a) circles pressnted their objections in writing. The Shang-hai Chember of -~ 7. ..
Cozrwree snd the National Asscolation of Chambers of Commerce and similier growps ., . ="
: sent in requests that the bill be held up for further delibevation. The megsage "'
S from the Hational Assoclatlon contasned the following pointes: ot

Nambdere of industerial combercial end other oircles have discussed thie L
for a nuxber of days. All comnidar that today's businenemon &t the time :
Vuy of Rosistance removed to the intericl, experiencing the utmost of hurd-
mufforing lamense ictuen. Tioy have pail tazss and contributed grain.
1der that they have dlacharged their obligation to the country. Those
in the occupled arees su’fered tho extortions of the jspem; and thsir
even now ars engulfed in a struggle for survival. Since V-J day,
.’ fires may ho sosn on every hand, and iremsportation encounters imnuwer-
u. Becatise of thess ciroumstonces, everybody is oppressel. &nd nome
parn At a1l timon we are under wvell-nigh wnendurable . .

6s and property is undeveloped and irmature, and would cer-

d 1f the propossd law wers put into effect. The bill is etill .

ion.
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oIV, N IMPORT-EXPORT. CONTRCL POLICY

Mr Huo Pac ohu, Cheirmen of the Import-Esport Control Board, on 2
- Juns entertained Chineso and foreign reporters to disouse with them the
L vorking of various regulatioms pertaining to the Foreign Zichange Surrender
Certificates Order. -

i ' V. PROHIBITION OF USE OF CHECKS

Fotwithetanding repeated representations by banks, money shops, and
commsroiel bodles converning the herdship end diffioulty of enforcing the
ordar forbidding the use of ohecks, the authorities {(Finance Contxol Bosrd
of the Ministry of Finance) refused to emtertoin the reguests for revocatics,
end agreed only to 2 fev minor accommodations in spsolel cases. This resulted
in & maxrked reduction in the checke handled in the clearing house and a very
great fnorease in bank drafts end cashiers' checks.

- END ~
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